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MAURITANIAN KEY ECONOMIC INDICATORS 


(Values in millions US dollars unless noted) 


Production, Investment, Employment 1974 1975 1976 1977 1978 * 
GDP, Current Prices 338.29 -40 . 456. 


Traditional sector 43 - 08 ; 132. 
Industrial sector 43 sv3 3 91. 
Other (services, etc) 43 .60 ‘ rere 


GDP, Constant 1973 Prices 695 .00 é 288. 
Traditional sector 03 ar . 92. 
Industrial sector ome 44 ‘ 59. 
Other (services, etc) .30 98 ‘ 136. 


Total Capital Expenditure .88 19 . 50. 


Electrical Energy (millions Kw hours) 
Production 92. 
Consumption 87. 


Petroleum Products (000's metric tons) 
Consumption 155. 


Money and Prices (end of year) 

Money Supply (M1) 58. 
Quasi-Money (time and saving deposits) 
Domestic Credit 47. 
Foreign Assets (Net) 39. 
Central Bank 63. 
Commercial Bank 24. 


Consumer Price Index (European) 
(Jan 1975 - 100 ; annual averages) 95. 


Balance of Payments 
Exports (f.0.b.) 


Imports (f.0.b.) 
Trade balance 


Services (net) 

Private unrequited transfers (net) 
Current account balance 

Official unrequited transfers (net) 
Nonmonetary capital 

Commercial banks 


Overall balance 


* 1978 Figures estimates only. 





SUMMARY 


Mauritania, a vast, arid, thinly-populated (1,420,000 in 1977) 
country, is an excellent example of a dual economy. The health of 
the economy depends on the performance of the iron ore operation, 
which accounts for over 70% of the nation's export earnings. Fish 
product exports are Mauritania's second leading source of foreign 
revenue. The rural sector, which contains over 75% of the population 
yet contributes only 25% to the GDP, was devastated by the drought of 
the early 1970s and is presently suffering from yet another prolonged 
period of sparse rainfall. Present government development plans put 
emphasis on growth in the rural sector, but it is doubtful that the 
country will be self-sufficient in food production until at least the 
mid-1980s. 


The new military government which overturned the ould Daddah re- 
gime in July 1978 is making an effort to increase foreign investment. 
The four most attractive prospects for U.S. business are 1) the sale 
of mining and construction equipment; 2) the sale of American tech- 
nical or managerial services; 3) low cost housing; and 4) fishing and/ 
or fish processing. Marine research, marine equipment sales, and 
mineral exploration are other possible areas of potential U.S. acti- 
vity. The consumer goods market is small and probably will remain so 
for the foreseeable future. There is virtually no U.S. private invest- 
ment in Mauritania. Any company desiring to do business in Mauritania 
must be able to conduct its affairs in French. 


PART A — CURRENT ECONOMIC SITUATION AND TRENDS: 


Mauritania, a vast, arid, thinly-populated country on the northern 
Atlantic coast of Africa, is an excellent example of a dual economy. 
Over 75 percent of the population is engaged in the traditional, sub- 
sistence agricultural sector, yet they contribute less than 25 percent 
of the GDP, while the 25 percent of the population in the modern sector 
contributes over 75 percent of the GDP. Interaction between the two 
sectors is minimal. For the first 15 years after independence in 1960, 
the emphasis in development was on industrialization and in particular 
on the mining industry and related activities. It was only after the 
devastating drought in the early 1970s that Mauritanian decision-makers 
began to evaluate in earnest the need to develop the rural sector. 

The results of this change in thinking can be seen in the emphasis of 
the Third Economic Development Plan (1976-1981). 


The military coup in July 1978, which toppled President Moktar 
ould Daddah's eighteen year-old regime had its roots in economic diffi- 





culties, which in turn were in no small measure attributable to the 
expense of fighting an extremely expensive war against the Polisario 
Front, a group of Saharans fighting to establish a separate state in 
the formerly Spanish Sahara. The Mauritanian Army grew from 2,000 

to 12,000 in less than two years, and an estimated sixty percent of 
budget expenditures were spent on defense. While the extensive finan- 
cial support provided by Arab Nations is thought to have mitigated 
costs of the conflict somewhat, strong austerity measures including 

20% budget cuts for all Ministries had to be instituted in January 
1978. The constant harassment by the Polisario of the 600 kilometer 
Zouerate-to=Nouadhibou railroad, a lifeline carrying the iron ore which 
accounts for over 70% of the nations export earnings, led to frequent 
stoppages and decreased delivery schedules; the 8.5 million ton target 
announced by the Government Industrial Holding Company, the Societe 
Nationale Industrielle et Miniere would obviously not be reached, as 
mid-year totals amounted to only 3.1 million tons. [Iron ore and copper 
prices remained depressed on world markets, thus aggravating shortages 
of hard currency for a government already burdened with heavy defense 
expenditures and a heavy debt servicing burden running about $50 mil- 
lion a year. 


The new military regime cited the economic morass as one of the 
reasons prompting the overthrow of the old regime, and specially cited 
mismanagement in the industrial sector. The former regime had recog- 
nized the inefficiency of many parastatal economic organizations, and 
had called for a general opening of the economy with greater private 
and foreign participation about six months before the coup, but other 
than opening up SNIM to private investors had not taken many specific 
measures to implement this liberalization by the time of the coup. 


The relatively large amounts of international credit made avail- 
able to Mauritania by international organizations and friendly govern- 
ments have led to the financing of several highly visible projects, and 
a visitor to Nouakchott immediately notices considerable new construc- 
tion activity. Virtually every project is tied to foreign funding how- 
ever, and the debt service burden on such international lending has 
reached sizable proportions, over 50 million dollars yearly. Total 
public debt has been estimated at $605 million for the government, in 
addition to another $45 million for the Central Bank, $50 million for 
SNIM and 10 million for various other quasi-public enterprises (as of 
April 30, 1978). 


The Mining Sector 


In 1978, SNIM announced a reorganization which would permit it to 





divest itself of the oil refinery and copper mining operations, nei- 
ther of which were considered economically feasible by SNIM management. 
The company was also opened up to allow private investment and shares 
offered to the public. A joint SNIM-KUWAITI venture, the Societe Arabe 
de 1'Industrie Metallurgique (SAMIA) has awarded a contract for con- 
struction of an iron ore pelletizing plant in Nouadhibou. 


The copper mining operation in Akjoujt ceased operations, except 
for a small sulfide research project, in the spring of 1978. 


Iron ore operations remain therefore SNIM's major preoccupation, 
and the health of entire Mauritanian economy is vitally linked to the 
exports of high grade iron ore. They have traditionally accounted 
for at least 70% of export earnings and with the cessation of copper ex- 
ports, will assume an even larger share. 1978 export goals of 8.5 mil- 
lion were announced in the beginning of the year, a drop from a record 
11.74 million tons in 1974 and 9.67 in 1976. However it soon became 
evident that a combination of Polisario sabotage attempts and decline 
in short-term orders would result in production figures far lower than 
even the 7 million tons considered the financial break even point. 


The major development in the iron-ore industry, however, was the 
decision to proceed with the $450 million Guelbs project in Zouerate. 
Financing for the project was provided by a consortium of Arab and 
European development funds, and requests for bids on civil engineering 
and construction work were sent out in February and August, 1978. The 
project will basically involve the exploitation of new and larger but 
lower grade deposits about 30 kilometers from the existing, but nearly 
exhausted iron ore sites. About 6 million tons a year of this lower 
grade ore will be processed, using crushers and magnetic separators, 
to supplement dwindling production from the present three mines. 


The production of gypsum has also continued at relatively high 
levels. While 1977 exports of 10,170 tons were down from 1976 totals, 
1978 production as of mid-year was 6,421 tons, well ahead of last years 
rate. Almost all gypsum mined is now sold to Senegal. The government 
hopes to exploit potential markets in Europe and Latin America when the 
Chinese-funded Nouakchott deep-water port is completed. 


Fishing 


The waters off the Mauritanian coast are said to be some of the 
richest in fishlife in the world, and fish product exports are Mauri- 
tania's second leading source of foreign revenue. In 1977, 32,268 MT 





were exported for a total of $18,445,000. While the Mauritanians do 
not exploit this fish resource directly, they have signed fishing 
agreements with at least 20 other countries. Most agreements esta- 
blish the amount a country's boats must pay for each ton of fish caught, 
the percent of the catch that must be offloaded at Nouadhibou to be 
processed in Mauritanian processing plants, and often the number of 
Mauritanian crew men to be assigned to each boat for training. The 
Mauritanian authorities are aware that the foreign fishing fleets are 
regularly violating both the letter and the spirit of the fisheries 
agreements. Legislation passed in late 1977 extended the territorial 
waters to seventy miles, and created an "exclusive economic zone" ex- 
tending to 200 nautical miles, within which the Mauritanian government 
seeks to control the right of foreign nations to fish. The government 
is well aware of its current inability, given a small naval patrol 
capacity consisting of only two patrol boats and three smaller surveil- 
lance vessels, to effectively enforce its claims, but hopes to improve 
its enforcement capability in the future. Poaching is considered a 
serious problem, and the government estimates that perhaps only 2% of 
the catch made off Mauritanian shores is reported. While seizures of 
illegal fishing vessels are made regularly (73 in 1977) and stiff fines 
imposed on occasion, large-scale poaching still continues. 


The fish processing industry in Nouadhibou has an annual capacity 
of 300,000 MIT. The offloading capacity of the port is 100,000 MT a 
year. The 200,000 MT difference will be lessened by an enlargement of 


the dock facilities currently underway. Excess capacity, however, is 
not the only problem of the industry. World prices for some of the 
end products of the industry, especially fish meal, have been too low 
for any of the plants to produce and sell at a profit. 


Accurate statistics on the total catch from Mauritanian waters 
are not available, but one Mauritanian official estimates that for 1975 
over 1,000,000 MT were taken. The Mauritanians are aware that one of 
the most pressing problems they face is to obtain a more accurate esti- 
mate of the fish population off their coast so that decisions on optimum 
catches can be made on a more rational basis. 


A World Bank financed study was begun in 1978 on the feasibility of 
a fishing vessel repair facility in Nouadhibou. Artisinal fishermen at 
Nouadhibou went on strike in July 1978 protesting lower prices paid for 
their fish by the processing companies, but this action was expected to 
affect only a very small part of total fish processed. 





Rural Sector 


Although over 75% of nation's population is in rural sector, it con- 
tributes less than 25% to the national GDP. 


The rural sector is beginning to slowly recover from the devastating 
drought of the early 1970's, althoughthe estimate of 1,240,000 head of 
cattle end-of year 1977 is still far short of the 2,400,000 estimated to 
have existed in 1968. The earlier starvation or slaughter of cattle drove 
thousands of nomadic herders to abandon their way of life and become seden- 
tary, many settling in Nouakchott and creating huge slum dwellings there. 


The official 1977 census reports that 68% of the population is now 
sedentary as opposed to 32% nomad, a startling comparison with the situa- 
tion in 1964/65 when a census showed 65-75% nomad and only 25-35% sedentary. 
This has affected livestock exports, which are now increasing gradually, 
although the vast majority of cattle, sheep, goats and camels exported 
are not recorded and do not enter into official statistics. In 1977 an 
estimated 142,000 cattle were exported, up from 126,800 in 1976. 


The agricultural sector, located primarity in the southern river 
region and a few northern oases, consists mostly of millet, sorghum, dates 
and rice. While production of millet and sorghum has dropped drastically 
(from 50,000 in 1974/75 to 14,000), date and rice production and vegetable 
crops have shown gradual increases in last few years. Large cereal defi- 
cits still exist, however, and it is estimated that for 1977-1978 an es- 
timated 140,000 tons (half-of-which are grants from abroad) will need to 
be imported. Two future dams financed through the Organization pour la 
Mise en Valeur du Fleuve du Senegal (OMVS) located in Mali and Senegal, 
will place 200,000 additional hectares into cultivation in Mauritania, 
although completion of the project is more than a decade away. Other 
bilateral aid programs are also seeking to increase agricultural produc- 
tion in the river area, for example the FED-sponsored Gorgol project near 
Kaedi, on the Senegal River, which theoretically could produce all of 
Mauritanian's rice requirements. However it is doubtful that the country 
will be self-sufficient in food before the mid-1980's. 


GOVERNMENT ECONOMIC POLICY 


The new government has sharply criticized the Daddah regime's man- 
agement of the economy, although criticisms have centered on individual 
dishonesty and bureaucratic mismanagement and have thus far not taken 
issue with former economic policies set forth in the third development 
plan, 1976-1980. Former president Daddah, in a major shift following 
January 1978's Extraordinary Party Congress, had declared his disappoint- 
ment with the accomplishments of para-statal organizations in Mauritania: 





and announced an opening of the economy to private participation, do- 
mestic and foreign, a reversal of the basically socialist trends which 
had ensued since independence and culminated in 1973-1974 nationaliza- 
tion of iron ore and copper industries. The government also made a 
decision to cut its losses in various departments, allowing SNIM to 
divest itself of unprofitable operations such as the oil refinery and 
copper mining operations, and eventually decided to suspend copper 
mining operations altogether. It has also opened up SNIM to up to 497% 
foreign ownership, and proceeded with public offerings of shares. 


The new government has indicated it intends to carry forward a 
policy of progressively opening the economy to private enterprise, and 
announced in August 1978 a policy of making the entire economic systen, 
-- laws, taxes, investment codes, exchange relations -- as favorable as 
possible to the opening of the Mauritanian economy to foreign investment. 
Details of these changes have not yet been announced, although the 
government has already announced its intention to create a Mauritanian 
small business development fund which will make capital and technical 
advice available to small business. 


In the Mauritanian-administered region of Tiris-el-Gharbia (former 
Spanish Sahara), a temporary duty-free zone has been established, pri- 
marily to encourage trade in that region, and a special budget expendi- 
ture of approximately $1,000,000 had been planned to further develop 
the region. 


The continued difficulties of transporting the iron ore to Nouad- 
hibou for export, the depression of world market iron ore prices, and 
increased price of petroleum and food have led to a disturbing trade 
deficit. The trade balance (exports minus imports) has gone from a 
plus figure of $23 million in 1974 to deficits of $41.1 million in 1975, 
$91 million in 1976 and $122.6 million in 1977. A trade deficit of 
$176.1 million is being estimated for 1978. The overall balance of pay- 
ments situation has been mitigated somewhat by official transfers (con- 
cessionary loans and grants) from Saudi Arabia, Libya, Kuwait, Morocco, 
France, China and others; but even with continued aid, an overall defi- 
cit balance of payments is expected again in 1978. Prices so far nego- 
tiated for iron ore contracts are thought to be even lower than in 1977; 
disruptions in train operation have continued throughout 1978, whereas 
in 1977 they were confined to the latter part of the year. 


The government has tried to adjust some economic policies in an 
effort to decrease this deficit. Tax measures were instituted, notably 
an earmarking of taxes for a National Defense effort; a tax of 2% on 
annual turnover for companies and for individuals; a contribution of 





one to three days income in excess of minimum industrial wage. The 
tax on business profits was also raised by 10% for companies and 5% 
for individuals. 


Government spending (current expenditure) increased by 11% in 1977, 
to $193 million mainly reflecting increased defense spending. Most of 
the increase was in salaries. However the government has attempted to 
hold down spending in other sectors, and has held wages and salaries of 
all employees constant since 1976 and 1977 except for SNIM employees 
who received a 10% raise. Prices are also controlled on forty products 
to protect the purchasing power of the population, and prices on several 
other goods controlled by maximum profit margins, although those controls 
are often ineffective, especially outside of the capital. 


The unemployment situation, acute following the drought, improved in 
1977, with an estimated 44,000 wage earners or about 14% of the urban 
population 


This improved situation has been attributed to large-scale construc- 
tion projects, such as the Nouakchott-to-Nema road and building construc- 
tion, but with the completion of the first section of the road, and the 
Slow-down in mining activity, a further decline may come about. The 
government has adopted measures aimed at decreasing the proportion of ex- 
patriates in the country, but is limited in this effort by a shortage of 
qualified workers. 


PART B - IMPLICATIONS FOR THE UNITED STATES 


As a former French colony Mauritania has traditionally looked to 
France for technical assistance and France has been its main source of 
manufactured goods. France remains Mauritania's largest trading partner, 
but Mauritanians, in both the public and private sector, are increasingly 
thinking of the United States as a potential source of goods and services. 
At the same time, American businessmen are becoming increasingly interested 
in providing engineering, construction and management services, as well as 
selling heavy equipment for use in the mining and construction industries. 
There are no U.S. companies currently operating in Mauritania, and vir- 
tually no U.S. private investment at this time. 


The American firm that constructed a modern 160 MT per day capacity 
sugar refinery that has been idle since completion a year ago is trying 
to resolve the legal/contractual/technical differences with the new 
government. Bringing the plant on stream will help restore the somewhat 
tarnished image of American business in Mauritania. An Austrian built 
modern gil refinery in Nouadhibou is also idle because it was de- 
signed with Algeria in mind as the source of crude petroleum. The Western 
Sahara conflict closed off that source. The Mauritanian government is 
said to be seeking reasonable offersto recoup its $90 million investment 





or at least cut its losses. 


Mauritanians have on a number of occasions expressed a desire to 
see American firms involved in the fishing sector, but despite the 
proven richness of Mauritanian waters, American companies have thus far 
displayed little interest. If the new government takes steps to improve 
its exploitation of the currently underutilized fishing resources (and 
there are clear indications that it is doing so), there may be opportuni- 
ties for U.S. firms to sell the wide range of equipment needed to outfit 
not only fishing nessels but an improved surveillance and coastal patrol 
facility. Marine research organizations may also find opportunities to 
contract to investigate the quantity and types of marine life which exist 
in Mauritanian waters. 


Another potential area of interest for U.S. business is mineral ex- 
ploration. There are a number of companies doing mineral research in 
Mauritania, prospecting for uranium, phosphate, and additional deposits 
of iron and copper. In addition, in late April 1977 an international 
consortium (including Philips Petroleum and Getty Oil) signed a deep- 
water off-shore oil exploration agreement. 


The Mauritanian market for consumer goods is very small and is 
geared to servicing the foreign technicians, business, and diplomatic 
communities and the Mauritanian families whose education, experience, 


and profession place them in the modern sector. The consumer goods 
market is therefore dominated by European-produced items. It would 
appear that without significant growth expansion of the modern sector 
and substantial growth in the consumer market American firms will be 
unable to make much headway in consumer goods sales. 


American firms wishing to do business in Mauritania face a number 
of difficulties. Arabic is the official language; French is the language 
most commonly used in business and government. English is spoken by 
only a very few Mauritanians. Any company desiring to do business in 
Mauritania must be able to conduct its affairs in French. Professional 
level English language interpreter services do not exist in Mauritania; 
although occasionally the near professional service of a non-working 
wife of a government official can be obtained if arrangements are made 
sufficiently in advance. The U.S.Embassy does not have the capability 
of providing interpreter/translators services to visiting businessmen. 
Thus interpreter/translators must be part of any engineering or commer- 
cial team which arrives in Mauritania. The almost total lack of famili- 
arity with American business practices and with international commercial 
and banking procedures routinely used on medium and large scale trans- 
actions constitutes a second serious problem. Strict currency controls 
apply to foreign travellers, and credit cards and personal checks are 
not accepted by most commercial establishments. 





Any firm that desires to export to Mauritania should contact the 
Mauritanian Embassy in Washington, or La Chambre de Commerce, Nouakchott, 
for more information on tariff rates which are applicable to specific 


products. Letters addressed to the Chambre de Commerce should be written 
in French to insure a response. 


Having said all of the foregoing, the political and economic climate 
in Mauritania has probably never been better for the potential American 
business venture or investment. 


Available by subscription from the Superintendent of Documents, GPO, Washington, D.C. 20402. Annual subscription, $37.50. Foreign mailing, $9.40 
additional. Single copies, 50 cents, available from Publications Sales Branch, Room 1617, U.S. Department of Commerce, Washington, D.C. 20230. 


* U. S. GOVERNMENT PRINTING OFFICE: 1978 
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MARKET SHARE REPORTS can help fill your export information 
gap. These easy-to-read reports will help you pinpoint new sales 
prospects in a wide range of markets. You'll use them extensively 
to identify overall foreign trade trends in manufactured goods and 
to compare your own performance in world markets with that of 
other traders. 
MARKET SHARE REPORTS give detailed commodity and country 
breakdowns and easy-to-reference comparative trade figures for the 
U.S. and other major suppliers. And the five-year spread of data on jal ® 
trade in nearly 900 commodities gives a precise picture of changing 2 = a 
levels of import demand and shifts in the relative competitive posi- Federal 
tions of exporting countries. ene 
MARKET SHARE REPORTS for 1972-1976 are offered in two 
series— 
88 Country Reports—each covering a leading importing nation. 
$4.75 each. 


885 Commodity Reports—with data on exports from the U.S. and 
13 other major exporting countries. $3.25 each. 
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